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FDIC. RrC filE $6.8 HITitrICN IN CU\lffi ,QINST Q3EXEL 

1'he Federal Deposit lnsurmY::le 0:nporatiCll and the Resolution Trust 

<:mporatia-i today filed $6.8 billicn in claims against Drexel B.lmha:rn 

lanrP.rt to rec:c,v'er JD:lleY lost by :more than 40 failed savin;s an:i loan 

associatims in junk b::nis an:i other securities t:ransactims. 

1'he filin.1 with the Federal Bankcuptcy a:mt in New York City states 

that Drexel, in canoert with others, willfully 11plumered the S&Is" through 

"bribexy, cx:ercicn, extorticn, frau:i an:i other illegal means." '!he filin:J 

also alle:Jed that Drexel 11cucpolized the junk borxi market a:rd maintained 

the ~ of "a JDal:ket for junk that would not otherwise exist," 

thereby deferring or disguising lesses on S&Is' junk borxi portfolios. 

L. William Seidman, Olai.nnan of the FDIC an:i the RIC, said the agerx=ies 

expect to refine their cl.aims as investigators develcp :more information. 

"Withc:ut questicn, cur Drexel investigation is am::,ng the na;t extensive 

ever undertaken by federal banki.rX3 agerw:ies," Mr. Seidman said. '"Ihe FDIC 

and. the ~ have located and zeviewed :more than five million pages of 

doaments. We have interviewed persamel. at hun:h'eds of failed 

institutia,s. But we still have 1IIJal :more to do to ensure that we identify 

and reo:,ver all the lesses caused by Drexel. 1'he American taxpayers, ,mo 

are payirq the bill far the S&L bailout, expect m less £ran us." 

Mr. seidmim noted that the !'DIC and ~ also expect to pr,:sue 

:rec:x:Mries £ran two nstituti.Cll fuJXls totalling $750 mil.lien £ran Drexel . 

and fm:mer Drexel offic:ial Mi.c:hael _ Mil.ken \hich are being administered by 

the Securities and Exdlarge Qmnissiai. In ad:liticn, the FDIC and Rlt: are 

CXJnSidering possible civil cl.aims against Drexel, Milken and other 

participants in the fra\XSs against S&Is. 
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'l'cxlay's filirq by the FDIC ard RIC inc:lu:les charges that Drexel made 

material. misrepresent:aticns about the sale of junk bc:rm and gave payoffs 

to managers of certain S&I.s 1liilo we:ce wil.lirg to use their instituticms as 

part of their scheme. '1be agencies said Drexel also engaged in pervasive 

ant.i-a:mpetitive practices and mde threats of stock manip.llation against 

plblic o-,,p,.nies if they did not retain Drexel as an investment banker. 

'1be ag:erx:i.es cited viol.aticns of federal ard state securities, fraud . 
and antitrust laws, as well as the federal RIOO law against organized 

crime. '1be junk bard losses to date total ai:proximately $2 billion, bJ.t 

the damages scu;ht 'Walld be t:J:ebled urxler the organized crime and antit:l:ust 

laws to produce a $6 billion clabn for junk bcrd damages. In addition, the 

filirq inclmes other claims on behalf of 15 failed institutions for m::,re 

than $800 millicn in damages. '1bese include a $517 million claim 

previoosly filed in federal cnn:t in Dsllas m behalf of Guaranty Federal 

savin;Js and loan of DsUas, alle;in;J fraud in government securities sales. 

Alfred J.T. Byrne, General 0:unsel of the FDIC and RIC, said: "OJr 

lawyers, investigators and a.rt:side advisors have worked vi90l:QlSlY to 

uncover and doament t:elevant facts and gram:3s for recxwe:cy. we believe 

cur claims against Drexel speak for themsel:ues and are well fa.m:ied." 

rue in part to the BCq)e of the inYestigaticn and nm:erous d:lstacles 

erx:a.mtered by the two agencies, the FDIC and the RIC last Jla'lth petitiaied 

the cxmt to grant an extensial of the Nc:M!s:lt)er 15 deadline for assertirg 

cl.aims against Drexel and its subsidiaries in bankruptcy. Today's cnn:t 

fi.lirg by the FDIC and RIC is inten::1ed to protect the agencies' existin;J 

claims if the Nc:M!s:lt)er 15 deadline is n:,t. ext:emed by the bankruptcy 

cxmt. If the extension is granted, the agencies will file additicmal or 

amenied claims uncx,vered by the cn;JOirg inYestigaticll. 
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